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PREFACE

On October 2, 1984, at the request of the Subcommittee on Trade, House
Ways and Means Committee (see app. A), and in accordance with section 332(b)
of the Tariff Act of 1930 (19 U.S.C. 1332(b)), the United States International
Trade Commission instituted investigation No. 332-195. This study describes
the markets for iron and steel scrap. It also assesses recent trends in
imports of semifinished steel and their impact on the U.S. scrap market and
the U.S. iron and steel scrap industry. Notice of the investigation was given
by posting copies of the notice of investigation at the Office of the
Secretary, U.S. International Trade Commission, and by publication of the
notice in the Federal Register on October 11, 1984 (49 F.R. 39926) (app. B).

A public hearing in connection with the present investigation was held in
the Commission's hearing room on March 12, 1985, and testimony was presented
to the Commission by representatives of U.S. scrap producers, steel producers,
and a major importer of semifinished steel. The calendar of witnesses who
appeared at the hearing appears in appendix C.

In the course of this investigation, the Commission obtained information
through questionnaires and field interviews from selected producers and
purchasers of semifinished steel and processors of iron and steel scrap.

Every effort was made to ensure that the data received from questionnaires
were representative of the industry. For those questions that did not receive
a high response rate, the data may be less representative of the industry, and
the results must be judged accordingly. In addition, information was gathered
from various public and private sources, as well as from public data gathered
in other Commission studies.



ii



CONTENTS

Preface--- — _—
Executive summary—--

The products:
Semifinished steel:
Description and uses

Production process

Iron and steel scrap:
Description and uses

Production process

U.S. tariff treatment:
Rates of duty——--

Classification

Review of statutory investigations
Profile of the U.S. iron and steel scrap industry

U.S. production, capacity, and capacity utilization

U.S. producers' purchases, shipments, and inventories

U.S. employment, hours worked, productivity, and wages
Financial experience of U.S. producers:

Profit-and-loss experience for iron and steel scrap and overall

operations -
Investment in productive facilities

Capital expenditures

Research and development expenditures—-
Brokerage transactions-

Transportation costs——

Exchange rates
Imports of semifinished steel-

Import trends 1979-83 and 1984

Purchase information

Scrap disposition-

Anticipated imports in 1988-

Description of the markets for iron and steel scrap:
Domestic markets:
Marketing practices—-

Consumption

Producers' shipments-
Imports—-

Export markets:
World markets—-

U.S. exports:
Marketing practlces—-

U.S. and foreign government policies affecting exports

Export trends--
Regional data-

Major U.S. markets-
Lost sales and industry responses:
1979-83:

Lost sales——- ——— -

Industry responses--------
1984-88:

18
18
19
20
20
21
23
25
25
27
33
33

35
35
38
40

42

45
46
47
49
53

57
57



iv

iv

CONTENTS

Anticipated lost sales-——————cmmmmmm o
Anticipated industry responses---———--
Assessment of the impact of semifinished steel imports on the U.S. iron
and steel scrap market:
Demand, supply, and price:
Demand--
Supply--- - -——- -==
Price—- - : -
Effect on the U.S. iron and steel scrap market--- - -
1979-84-.-- : :
1988—-- -
Effects on regional U.S. markets
Assessment of the impact of semifinished steel imports on the U.S.
iron and steel scrap industry:
1979-83
1988--

“Appendix A. Copy of letter to Chairwoman Paula Stern from Chairman

Sam Gibbons, Subcommittee on Trade, House Ways and Means Committee,
requesting an investigation---
Appendix B. Notice of the Commission's investigation----
Appendix C. List of witnesses appearing at the hearing--

‘Appendix D. Explanation of the rates of duty applicable to semifinished

steel and iron or steel waste and scrap and selected portions of the

Tariff Schedules of the United States Annotated (1985) -

Appendix E. Steel import relief determination: Memorandum of
September 18, 1984—-
Appendix F. Statistical tables—--= - _—

Appendix G. Methodology used to estimate the effect on scrap quantity

and price of major market forces---- -

Figure

Indexes of reported U.S. scrap consumption and U.S. raw steel production,
1979-84———- - -

Tables

1. Semifinished steel and iron or steel waste and scrap: U.S. rates of
duty, by TSUS items---- ——— —— - -
- 2. Prepared iron and steel scrap: U.S. production, capacity, and
capacity utilization, 1979-83 -
3. Iron and steel scrap: U.S. producers' purchases, by types, 1979-83—-
4. 1Iron and steel scrap: U.S. producers' purchases and captive consump-
tion of unprepared scrap, 1979-83--- —— —_
S. 1Iron and steel scrap: U.S. producers' shipments, by types, 1979-83--
6. 1Iron and steel scrap: U.S. producers' domestic shipments, by
markets, 1979-83— - —————
7. Iron and steel scrap: U.S. producers' end-of-period inventories,
by types, 1979-83—-——-- e e ————— -

Page

58
59

60
61
62
65
66
69
70

73
75

77
81
83
87

111
115

133

37

11
12

12
13
14

15



10.

11.

12.

13.

14.
15.

16.
17.

18.

19.
20.

21.

22.

23.

24.

25.
26.
27.

28.

CONTENTS

Iron and steel scrap: U.S. consumers' end-of-period inventories and
consumption, 1979-83—-----—- - -
Average number of employees and total production and related workers
in U.S. establishments producing iron and steel scrap, hours worked
by, productivity of, wages paid to, and the average hourly wages
of such production and related workers, 1979-83---
Profit-and-loss experience of U.S. producers of iron and steel
scrap on the overall operations in establishments producing iron
and steel scrap and on their iron and steel scrap operationms,
1979-83——-—- -
Iron and steel scrap: Investment in productive facilities by U.S.
producers producing iron and steel scrap, as of the end of
calendar years 1979-83--
Iron and steel scrap: U.S. producers' capital expenditures for
land and land improvements, building and leasehold improvements,
and machinery, equipment, and fixtures, 1979-83 ———-
Semifinished steel: U.S. imports for consumption, by principal
sources, 1979-84--—-
Semifinished steel: U.S. imports for consumption, by types, 1984--—-
Semifinished steel: U.S. imports for consumption, by regions,
1979-84——-—~ -
Semifinished steel: Purchases by U.S. companies, 1979-83-—--———-————-
Semifinished steel: Reasons for purchases by U.S. companies, as
given by questionnaire respondents, 1979-83-- —_—
Semifinished steel: Principal advantages of purchasing imported
rather than U.S.-produced products, as given by questionnaire
respondents, 1979-83---- : -
Semifinished steel: Contractual time frames for purchases of
imports, as given by questionnaire respondents, 1979-83————————————
Semifinished steel: The role of imports in consumption patterns, as
given by questionnaire respondents, 1979-83—--
Iron and steel scrap: Disposition of iron and steel scrap by U.S.
producers and/or purchasers of semifinished steel, as given by
questionnaire respondents, 1979-83-- ——— -
Semifinished steel: Anticipated contractual time frames for
purchases of imports, as given by questionnaire respondents,
1984-88——————————————— - -— -
Iron and steel scrap: Estimated disposition of iron and steel scrap
by U.S. producers and/or purchasers of semifinished steel, as
given by questionnaire respondents, 1984-88--
Iron and steel scrap: Apparent U.S. producers' shipments, exports
of domestic merchandise, imports for consumption, and reported
consumption, 1979-84---——-—————————~
Iron and steel scrap: Reported U.S. consumption, by types of
consumers, 1979-83—---- e ——— e
Iron and steel scrap: Reported U.S. consumption, by regions,
1979-83— - mm e - - _— -
Iron and steel scrap: Apparent U.S. producers' shipments, by
regions, 1979-83-----——mmmmmmmmm— e — e -
Iron and steel scrap: U.S. imports for consumption, by principal
sources, 1979-84-- - ———mmmmmmmm e m e - -

17

18
19

20

26
27

28
29

30

31
32

32
33
34
34

36
38
39
40

41



Vi

29.
30.
31.
32.
33.
34.
35.

36.

37.

380

39.
40.

F-1.

F-2.

F-3.

-F-4.

F-5.

F-6.

CONTENTS

Iron and steel scrap: U.S. imports for consumption, by regionms,
1979-84
Iron and steel scrap: World consumption, by selected countries,
1979-82
Iron and steel scrap: U.S. exports of domestic merchandise, by
markets, 1979-84-—-
Iron and steel scrap: U.S. exports of domestic merchandise, by
regions, 1979-84
Iron and steel scrap: Share of total U.S. exports, in terms of
quantity, by region, 1979-84
Iron and steel scrap: Total apparent U.S. producers' shipments and
exports, by regions, 1979-83
Iron and steel scrap: Exports, imports, and trade balance, by
selected countries, 1979-82
Iron and steel scrap: U.S. producers' principal reactions to lost
sales of ferrous scrap due to imports of semifinished steel by
consumers which historically have purchased ferrous scrap from
their firms, as given by questionnaire respondents, 1979-83—————-
Iron and steel scrap: U.S. producers' likely principal reactions
to lost sales of ferrous scrap due to imports of semifinished
steel by consumers which historically have purchased ferrous
scrap from their firms, as given by questionnaire respondents,
1984-88 ‘
Iron and steel scrap: No. 1 and No. 2 heavy melting steel scrap
prices in specified cities and the composite prices and
winning bid prices for auto bundles, by quarters, January-March
1979 to October-December 1984 - A
Iron and steel scrap: Estimated impact on net scrap receipts
and on scrap prices of semifinished steel imports, and of
changes in net steel production 1982-1984
Iron and steel scrap: Estimated impact on net scrap receipts and
scrap price of a hypothetical replacement of steel capacity by
semifinished steel imports, by type of production method, 1983-——
Indexes on nominal exchange rates for certain foreign suppliers
of semifinished steel to the United States, and certain markets
for U.S. iron and steel scrap, by quarters, January 1979-
December 1984——-
Indexes of real exchange rates for certain foreign suppliers of
semifinished steel to the United States, and certain markets for
U.S. iron and steel scrap, by quarters, January 1979-
December 1984—-—-
Semifinished steel: U.S. exports of domestic merchandise, imports
for consumption, and trade balances, 1964-84———-
Semifinished steel: U.S. imports for consumption, by grades, -
1964-84——-
Semifinished steel: U.S. imports for consumption, by wregions and
principal sources, 1979-84---
Iron and steel scrap: Reported U.S. consumption by the steel
industry, by regions, 1979-83

42
43
48
50

51
52

55

58

60

64
68

70

116

117
118
119
120

121



vii

F-8.

F"g .
F-10.

F-11.

F-12.

F-13.
F-14.

F-15.

vii

CONTENTS

Iron and steel sérap: Reported U.S. consumption by all industries

other than the steel industry, by regions, 1979-83
Iron and steel foundries: World production, by specified

countries, 1979-83

Raw steel: World production, by countries, 1979-84
Ratio of iron and steel scrap consumption to raw steel production,
by countries, 1979-82—--

Iron and steel scrap: Imports and consumption, by selected

countries, 1979-82
Raw steel: U.S. production, by selected States and groups of
States, 1979-83--

Continuous cast steel: U.S. production, 1979-84
Raw steel: U.S. production, capacity, and capacity utilization,
by types of firms, 1979-83

Raw steel: U.S. production, by type of firm and production

process, 1979-83—-

Page

122

123
124

125
126

128
129

130

131



viii



ix

ix

&

w. %« . . e s . EXECUTIVE SUMMARY

The U.S. iron and steel scrap industry consists of esteblisﬁments engaged

_in the collection, breaking up, sorting, and wholesale distribution of iron

and steel serap. .It also includes consumers of scrap, such as steel mills,
that. generate scrap ‘as a.by-product of their manufacturing operations For
the _purposes of this:report, the scrap industry is limited to scrap processors
that are producers::of prepared grades of scrap for the commercial market.

In the past several years, imports of semifinished steel have increased
significantly. Such imports may pose potential problems to the U.S. iron and

usteel _scrap:-indugtry, especially the commercial segment of the industry,

‘through their effects on the largest scrap market, the steel industry. The
steel industry, which uses scrap as a raw material in the production of
semifinished. steel, represents about 80 percent of U.S. scrap consumption.
Imported semifinished steel that replaces domestic: capacity may reduce the
amount of scrap required to produce 'steel, and may 5enerate additionel scrap
during finishxng e :

» sy 2 i '

The findiugs of the study are summarized below'

1. . Developments.in the U.S.:iron and steel scrap industry, 1979-83

.o _Establishments that produce iron and steel scrap are relatively small

concerns largely centralized in the North Central and New England/
Middle Atlantic regions of the United States. Employment and wage

trends in the U.S. iron and steel scrap industrz declined during
1979-83. . . .. .

. The U,§. industry consists of approximately 2, 029 firmg, which employed
27,211 worﬁgrs in,1982, compered with 2,148 firms and 33,296. workers in 1977.
Establishments,are located throughout the United States, although the North
Central and New England/Middle Atlantic regions account for an estimated 36

" and 25 percent of establishments, respectively. Establishments tend to be

small, with average annual sales of only $1.8 million. The industry is not
concentrated: _-the 166 establishments with annual sales of at least ‘5‘m11110n
represent iny about»53 percent of total industry sales

2

Respondents to the COmmlssion s questionnaire, who accounted for more

'than 25 percent of commercial scrap shipments, experienced a decline in total

employment of 16 :percent (1,359 workers) during 1979-83, or from 8,338 uorkers
in 1979 to 6,979 workers in 1983. The number of production and related-
wprkers;deciined-etla«greater rate (18 percent or 962 workers) than total
employment, from 5,266 in 1979 to 4,304 in 1983. Total wages paid to -
production and related workers declined by 4 percent ($3 million), from $77.1
million in 1979 to $74. 1 million in 1983, while the hourly wage rate. in the
1ndustry—1ncreased



o U.S. iron and steel scrap producers showed decreagses in net sales and
prof1tab111tz dur1ng 1979—8 .

Net sales reported by* respondents decreased by 32 percent ($714 million),
from $2.2 billion in 1979 to $1.5 billion in 1983. Net operating profits
declined by 77 percent ($73 million), from $95 million in 1979 to $22 million
in 1983, with a loss of $29 million during 1982, the year of lowest sales.
Return on sales declined from 4.3 percent in 1979 to 1.5 percent in
1983.

o ACagitnlleggenditures by U.S. iron and steel scrap producers declined
to period lows in 1983. -

Total capital expenditures reported by respondents for land and land
improvements, building and leasehold improvements, and machinery, equipment,
and fixtures decreased by 54 percent ($16.5 million), from $30.5 million in
1979 to $14 million in 1983. Expenditures were concentrated on machinery,
equipment, and fixtures during this period and accounted for between 2 and 5
percent of the total value of U.S. producers' shipments during 1979-83.

o U.S. producers' capacity utilization rates declined during i979-83.

, Capaclty utilization, as reported by respondents, declined from 84
percent in 1979 to 62 percent in 1983.

2. Markets for U.S. iron and steel scrap

‘0 U.S. consumption of scrap declined during 1979-83; consumption was

concentrated in‘the North Central and New England/ Middle Atlantic

regions. Consumption improved in 1984, but represented only 70
gercent of the total in 1979. '

U S. consumption of scrap declined 38 percent (37.1 million short tons)
during 1979-83, from 98.9 million short tons in 1979 to 61.8 million short
tons in 1983. Consumption followed the trend of U.S. raw steel production,
the principal market for scrap, which also decreased by 38 percent during this
period. World raw steel ‘production declined by 11 percent during 1979-83, and
the relatively sharper decline in U.S. raw steel production made the United
States an especially weak market for scrap during this period. Scrap
consumption, like steel production, was centered in the North Central and New
England/Middle Atlantic regions, which represented 51 and 20 percent of scrap
consumption dur1ng 1979—83 respectzvely.

COnsumption increased by 11 percent (7.0 million short tons) in 1984 to
68.8 million short tons, continuing an upward trend begun in 1983, but
remained below the level of consumption in 1979 by 30.1 million short tonms.
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o U.S. producers' shipments of iron and steel scrap generally decreased
during 1979-83. Exports of scrap declined during 1979-83 and
accounted for a 10 percent share of total shipments during the
period. Producers' shipments and exports improved in 1984, but
remained below totals of 1979.

Total apparent U.S. producers' shipments declined by 37 percent (40.7
million short tons), from 109.4 million short tons in 1979 to 68.7 million
short tons in 1983. Domestic shipments accounted for 89 percent of the total

.in 1983 and declined from 98.1 million short tons in 1979 to 61.1 million

short tons in 1983. U.S. exports decreased 33 percent during 1979-83 to 7.6
million short tons ($640.9 million) in 1983, compared with 11.2 million short
tons ($1.2 billion) in 1979. Both lower foreign steel production and a
stronger U.S. dollar contributed to the decline of U.S. exports during this
period. ‘

Total shipments, domestic shipments, and exports increased during 1983-84
but remained below 1979 levels. Total shipments increased by 13 percent (9.1
million short tons) during 1983-84 to 77.8 million short tons in 1984, but
accounted for only 71 percent of the total in 1979. Domestic shipments
accounted for 78 percent of the increase and accounted for 68.2 million short
tons in 1984. Exports increased by 26 percent (2.0 million short tons) during
1983-84 to 9.6 million short tons in 1984 (12 percent of shipments), but
represented only 85 percent of the total in 1979. Increased steel production
in the United States and other countries is believed largely responsible for
the growth in U.S. scrap shipments and exports during 1983-84.

o World consggptién of iron and 'steel scrap fell during 1979-82.

World scrap consumption declined 17 percent (63.0 million short tons)
during 1979-82, from 376.1 million short tons in 1979 to 313.1 million short
tons in 1982. The lowered level of scrap consumption is primarily attributed
to the decline in world raw steel production during the period.

o The U.S. industry's position in the world scrap market declined
during 1979-82.

The United States remained the world's largest exporter of iron and steel
scrap during 1979-82, but the decline in the volume of U.S. exports during this
period eroded the U.S. industry's position relative to total world exports.

The U.S. share of world exports amounted to about 42 percent in 1979. By
1982, the U.S. share had fallen to 28 percent because U.S. exports had
declined significantly more than the 7 percent decline in total world
exports. This trend is likely to have been aided by an increase in domestic
scrap production in major U.S. export markets.

o Transportation costs restrict domestic shipments of semifinished
steel and scrap.

Both semifinished steel and scrap are expensive to ship overland because
they have a low value per unit of weight compared with other products. A
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major importer of semifinished steel located in California indicated that
overland transportation costs eliminated U.S. steel producers as a competitive
source of supply for slabs in California. The majority of scrap producers
indicated that transportation costs represented a minimum of 10 percent of the
delivered value of their domestic scrap shipments and 20 percent of their
export shipments during 1979-83. The majority also indicated that they bought
scrap within 100 miles of their facilities and sold it within 250 miles.

o The appreciating U.S. dollar made imports of semifinished steel more
attractive in the U.S. market during 1979-84 and U.S. scrap exports
less competitive in foreign markets.

In real terms, the dollar appreciated by an average of 28 percent against
the currencies of five major sources of imported semifinished steel during
1979-84, and 15 percent against the currencies of five primary U.S. export
markets for scrap. The strength of the dollar apparently has not posed an
insurmountable problem for scrap exports, since U.S. exports of scrap
increased by 26 percent during 1983-84. While the increase was largely
because of increased foreign steel production, the high quality and consistent
nature of the U.S. product also are believed to have partially offset the
exchange rate disadvantage in 1984. 1In addition, the growth in U.S. exports
during 1981-84, despite the persistently strong dollar, indicates that any
weakening of the dollar against foreign currencies would likely stimulate U.S.
exports of scrap.

3. Recent trends in U.S. imports of semifinished steel

o U.S. imports of semifinished steel more than doubled in quantity
during 1979-83 and then nearly redoubled in 1984.

U.S. imports of semifinished steel more than doubled during 1979-83,
totaling 822,483 short tons ($176.6 million) in 1983, compared with 344,690
short tons ($91.9 million) in 1979. Imports nearly doubled again in 1984
totaling 1,515,734 short tons ($332.7 million). Canada was the primary source
of imports during 1979-83, accounting for 48 percent of the quantity of
imports during this period. West Germany was the principal supplier in 1984.
Sweden and Brazil remained major suppliers throughout the entire period, while
Belgium and Luxembourg were large suppliers in 1984.

o Steel producers purchased semifinished steel to supplement,
temporarily relieve, or retire, their steelmak1ng capacity.

Respondents to the Commission's questionnaire indicated that they
purchased semifinished products to meet demand which exceeded the capacity of
their own facilities, to obtain material (for finishing) at lower cost than
they could produce, or to obtain material that they did not produce
internally. The greater availability of foreign-supplied semifinished steel
was the principal reason steelmakers purchased imported rather than
U.S.-produced products. The prominence of availability as the reason for
importing may reflect the inability of U.S. producers to increase production
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on short notice because of the temporary suspension of steelmaking operations
during the general downturn in demand. In addition, geographic considerations
may have prohibited prompt delivery of U.S.-produced steel at competitive
prices. Integrated steel producers accounted for the bulk of imports of
semifinished steel (67.2 percent) during 1979-83. The imported products were
used to replace items formerly produced in the firms' facilities and to
diversify the firms' product lines. These imports were primarily spot and
short-term purchases. Respondents indicate that long-term purchase agreements
are expected to become more important during 1984-88.

"o U.S. imports of semifinished steel are expected to rise by 1988.

Based on questionnaire responses, total U.S. imports in 1988 are projected
at 1.7-3.1 million short tons, compared with 1.5 million short tons in 1984.
There is no indication from responses to the Commission questionnaire that
imports of semifinished steel are likely to have a significant effect on raw
steel capacity or production in 1988. Although they accounted for the bulk of
imports during 1979-83, no integrated producers have indicated that they
intend to purchase imported semifinished steel in 1988. Respondents indicated
that the bulk of imports will not replace U.S.-produced steel.

4. The impact of semifinished steel imports on the U.S. scrap market and the
U.S. scrap industry

o The increaséd volume of semifinished steel imports is estimated to
have reduced the volume of net scrap receipts and lowered prices

during 1982-84, but not in 1979 or 1981.

The expanded volume of U.S. imports of semifinished steel over the 1980
base level reduced U.S. scrap consumers' net scrap receipts and scrap prices
during the period 1982-84. Assuming all imports of semifinished steel above
the base level have permanently replaced U.S.-produced semifinished steel, net
scrap receipts (net purchases by consumers in short tons) were estimated to
have decreased by 1 percent in each year during 1982-84, or by 250,000;
274,000; and 546,000 short tons, respectively. Semifinished steel imports
were estimated to have caused price decreases of 1 percent in both 1982 and
1983 and 2 percent in 1984, or by $0.90, $0.82, and $1.74 per short ton,
respectively. No effect was calculated for 1979, because the steel industry
was operating at relatively high levels, and imports of semifinished steel
most likely complemented rather than replaced U.S. production. The import
growth in semifinished steel imports in 1981 largely reflected shipments from
Canada that, according to industry sources, were sent to the United States for
rolling and reexport (to Canada) because of a strike at Canada's largest steel
producer. The continued high level of semifinished steel imports during
1982-84 is believed to reflect increased purchases to replace or supplement’
domestic production during a period of relatively low capacity utilization in
the steel industry. ,
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o Imports of sem1f1n1shed steel dc not appear to have had a significant
effect on regional markets for scrap, but nay have had a
signific ant effect on a2 more localized level.

Even in the region with the largest import volume, the North Central
region, imports of semifinished steel have had relatively little effect on
scrap demand and supply. At most, such imports reduced scrap demand and
increased scrap supply by estimated amounts equal to less than 1 percent of
reported consumption in this region during 1981-83. On a more localized
level, imports of semifinished steel may have affected scrap sales in the
Detroit area. According to questionnaire responses, scrap producers in that
area had below average production and shipment levels during 1979-83.

o The level of steel production had a greater impact on the scrap
industry and market during 1982-84 than semifinished steel imports.

The raw steel output of the U.S. steel 1ndustry, the primary scrap
market, declined by 38 percent (51.7 million short tons) durlng 1979-83, from
136.3 million short tons in 1979 to 84.6 million short tons in 1983. Thls
decrease, rather than the 139 percent increase (477,793 short toms) in
semifinished steel imports during this period, is primarily responsible for
the decline in the scrap industry's performance during 1979-83. The effects
of imports of semifinished steel on the scrap market are believed to be minor
compared with those caused by changes in steel production. Changes in net
steel production caused an estimated net decline in net scrap receipts of 5.6
million short tons and an estimated net decline in scrap prices of $17.17 per
short ton during 1981-84. This compares with estimated net declines in net
scrap receipts of 1.1 million short tons and in scrap prices of $3.46 per
short ton during 1982-84 attributed to semifinished steel imports. During
1982-84, when semifinished steel imports had a negative effect on scrap
receipts and prices, the changes in net steel production resulted in a
significant increase in net scrap receipts and scrap prices.

‘0o Scrap producers' typical response to lost sales because of
‘ semifinished steel imports is to reduce employment. However,
producers®' perceptions of lost sales appear to exceed those
actually experienced.

Scrép producers indicated that they typically responded to scrap sales
lost because of semifinished steel imports during 1979-83 by reducing

‘employment, scrap purchases, and prices paid for scrap. Respondents indicated
. that they would typically react by reducing employment during 1984-88. 1In

responding to the Commission's questionnaire, 62 percent of the respondents '
reported that they did not lose scrap sales because of semifinished imports in
1979-83, and 61 percent of respondents anticipated no loss in scrap sales
during 1984-88. 1In addition, a comparison of respondents' claims of specific
lost sales with the corresponding consumers' purchase responses indicated that
only about one-half of such lost sale claims appeared to be corroborated for
1979-83. The remaining alleged lost sales either were attributed to firms
that did not purchase imported semifinished steel or were in excess of the
amounts of scrap likely to be affected by the volume of imports reported.
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o Imports of semifinished steel are expected to remain of peripheral

significance in 1988; permanent closing of steel facilities,

however, could have an impact. .

Imports of 1.7-3.1 million short tons in 1988 should have only a slightly
greater negative effect on the U.S. scrap industry than did imports during
1979-83. The effects of such imports on the U.S. scrap industry may not be
neutralized by increased exports, since the strength of the U.S. dollar would
likely moderate improvement in the export potential of U.S.-produced scrap. A
weaker U.S. dollar would stimulate greater scrap exports while reducing the
effect of imports. The scrap industry's future in 1988, as during 1979-83,
largely depends on the U.S. steel industry's ability to compete in the U.S.
market. Should steelmaking facilities close as a result of industry
restructuring, semifinished steel imports could play an increased role in the
U.S. market. Closure of an average size 3-million-short-ton integrated steel
plant resulting in imports of semifinished steel, would likely reduce scrap
industry sales volume and prices by an estimated 3 percent and 4 to S percent
from their respective base levels. On a regional basis, the effect would be
more pronounced, as scrap prices would likely decline by an estimated 7 to 8
percent.
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THE PRODUCTS
Semifinished Steel
Déscrigtion and uses

Semifinished steel, defined as ingots, blooms, billets, slabs, and sheet
bars for the purposes of this report, is the rough stock from which finished
steel mill products are formed. 1Ingots are castings resulting from the
solidification of molten metal and have a columnar form suitable for further
working. Most ingots are rolled into bloams, billets, slabs, and sheet bars,
but some are forged directly into shafts for power plants, nuclear plant
components, and other products. Distinctions among blooms, billets, slabs,
and sheet bars (which can be continuously cast directly from molten steel as
well as rolled from ingots) are made according to cross-sectional dimensions
and size. Blooms and billets are generally of rectangular or circular cross
section, having a length several times greater than the maximum
cross-sectional dimension, and, if rectangular, a width less than four times
the thickness. A bloom is at least 36 square inches in cross-sectional area;
a billet is less than 36 square inches but not less than 3 square inches in
cross-sectional area. Blooms are used largely in the production of heavy
structural shapes and rails; billets are used in the production of bars, wire
rods, light structural shapes, and seamless pipe. Slabs and sheet bars are of
rectangular cross section, having a width of at least four times the
thickness. A slab is not less than 2 inches and not over 6 inches in
thickness; 1/ a sheet bar is less than 2 inches thick. Slabs are used in the
production of such products as sheet and strip, plates, and welded pipe.
Sheet bars, which are much less common than other semifinished forms, are used
in the production of sheet.

Production process

The production of semifinished steel begins with the production of molten
steel. The principal raw materials used to produce such steel are iron and
steel scrap (scrap) and pig iron (produced in a blast furnace), which are
converted into steel in steelmaking furnaces.

1/ Whereas the Tariff Schedules of the United States limits slabs to
products not over 6 inches in thickness, certain slab-like products over 6
inches are considered slabs for the purposes of this report (see section
entitled Classification).



The three major types of steelmaking furnaces are the open-hearth
furnace, 1/ the basic-oxygen furnace (BOF), 2/ and the electric furnace. 3/
Each of these types of furnaces uses scrap and pxg iron in different
proportions, as shown in the following tabulation (in percent): &/

- Proportion of Proportion of
- serap consumed pig iron consumed
by U.S. steel by U.S. steel
industry in - indugtry in

.-1983 , 1983
;Open—hearth furnace-——é; ————— . . 45.5 : : 54.5
BOF—- . S IS— . .26.8 : 73.2
.2

‘Electrlc furnace ——=— . - 99.8

During 1979-84, the share of U.S. production of raw steel 5/ produced by
electric furnace expanded.: 6/ The following tabulation shows the shares of
total U.S. raw steel production accounted for by each of the three types of
furnaces dur1ng 1979—84 (Ln percent)

1/ Use of the open-hearth furnace, so named because scrap and/or pig iron
are charged into a shallow steelmaking area (the hearth), has declined in
steelmaking because of its slow production cycle. Although capable of
producing large heats (up - to 600 short tons), a typical heat in an open-hearth
furnace requires 5 to 8 hours, whereas a typical heat in a BOF (up to 300 '
short tons) requires :only 45 minutes and a typical heat in an electric furnace
(up to 350 short tons) 2 to 3 -hours. However, the open-hearth furnace is the
most versatile of the: furnaces with regard to raw material input and can be
charged with a wide range of mixes of -scrap and pig iron. Scrap can
~constitute up to 100 percent of the charge to an open-hearth furnace.
Moreover, an open-hearth can melt larger pieces of scrap that would require
more preparation--e.g., cutting into pieces--before being used in either a BOF
or electric furnace.

2/ In the BOF steelmaking process, the cup-like furnace is charged with
scrap and pig iron through large opening in the top. Although there exist
technologies that allow charges of 30 to 40 percent scrap to the BOF, most
operations are limited to a maximum of about 28 percent scrap.

3/ Unlike the other steelmaking furnaces, the electric furnace is usually
charged solely with scrap.

4/ Compiled from official statistics of the U.S. Department of the Interior,
Bureau of Mines.

S/ Raw steel’; as defined hy ‘the American Iron and Steel Institute, is steel
in the first ‘solid state after melting suitable for further processing or
sale, including: ingots,: steel castings, -and strand or pressure-cast (i.e.,
continuously cast) blooms, billets, slabs, or other product forms.

6/ The increase in productxon in electric furnaces is largely the result of
the rapid growth in the number of nonintegrated steel mills (minimills) that
do not have blast furnaces to produce iron.

1/ Compiled from data of the American Iron and Steel Institute.



Open-hearth Basic—oxygen Electric
61.1 : 24.9

1979—————————- 14.0

1980————————== 11.7 60.4 27.9
1981—————————— 11.1 ~ 60.6 28.3
1982 ———————— 8.2 60.8 31.0
1983 —————————- 7.0 61.5 . 31.5
1984 1/——————- 9.1 57.7 33.2

1/ Preliminary data.

Since electric furnaces use the highest proportion of scrap, the growth
of steel production by electric furnace during this period increased the
significance of scrap as a raw material relative to pig iron for the U.S.
steel industry, as shown by the following tabulation (in percent): 1/

Proportion of . Proportion of

scrap consumed pig iron consumed

by U.S. steel , by U.S. steel

industry industry

1979 - 4A7.7 _ . 52.3
1980- ' 49.8 50.2
1981—- 48.3 : 51.7
1982——- 50.2 ' ’ 49.8

1983 50.0 ’ 50.0

After the molten material has been refined into steel, it is tapped from
the steelmaking furnaces into ladles and conveyed to other parts of the steel
mill for further processing. ‘At this point, jt is usually solidified into a
manageable shape by one of two methods: (1) individual casting in contained
molds (e.g., ingot molding) 2/ or (2) continuous casting of blooms, billets,
or slabs through open-ended molds. In ingot casting,; molten steel is poured
into ingot molds and allowed to cool. When the steel has solidified, the mold
is removed, or stripped, from the ingot. Stripped ingots are then generally
reheated (in soaking pits) and rolled into semifinished blooms, billets,
slabs, or sheet bars. '

Continuous (or strand) casting is a method that bypasses the making and
reheating of ingots in the production of blooms, billets, and slabs. 1In this
process, molten steel flows from the ladle into a reservoir called a tundish.
The tundish allows the molten steel to flow evenly and continuously through a
water—-cooled, copper-lined mold where it begins solidifying before passing

1/ Compiled from official statistics of the U.S. Department of the Interior,
Bureau of Mines. .

2/ Although ingots make up the bulk of contained-mold-cast steel, a small
quantity of molten steel is cast into other products, such as cast railroad
car wheels. Also, at least one U.S. producer, under license from a foreign
firm, uses a process of noncontinuous slab casting whereby the molten steel is
pressure cast directly from the ladle into slab molds.



through a series of water sprays that complete the solidification process.
The strand of steel is moved from the mold through a series of pinch rollers,
which serve to guide rather than shape the steel, to torch or blade cutters
that cut the blooms, billets, or slabs to length. Continuous-cast
semifinished products are generally regarded as higher quality products than
ingot-cast semifinished products because they have undergone less chemical
segregation during solidification. Continuous casting is also more energy
efficient per ton of steel produced and has less waste material per heat than
does ingot casting. The semifinished products are inspected for defects that
may have arisen from the heating, rolling, and casting of thé steel, and then
sent to finishing mills for conversion into finished steel products.

Iron and Steel Scrap

Description and uses

Iron or steel waste and scrap (scrap) are defined in the TSUS as
materials and articles of metal that are secondhand or waste or refuse, or are
obsolete, defective or damaged, and that are fit only for the recovery of the
metal content or for use in the manufacture of chemicals. Scrap is used
primarily as a source of iron in the production of steel. The steel industry
accounts for about 80 percent of domestic scrap consumption. The remainder is
used primarily by the foundry industry in the production of cast iron
products, though there are other miscellaneous uses for scrap, such as the
production of ferroalloys.

Scrap is generally categorized by its origin as either home or purchased
scrap. It is typically both a raw material and a byproduct for scrap
consumers, especially the steel industry. Scrap generated as a byproduct by
consumers is known as home (or revert) scrap. Home scrap includes products
rejected during processing because of damage or variation from specifications
(chemical or physical) and scrap generated as shapes are worked into finished
products. It also includes discarded steel production equipment, such as
ingot molds and stools. Home scrap is generally used in the plants where it
is generated and accounts for approximately half of the total scrap used
annually in the United States. 1/

The remainder of the scrap consumed domestically is generally referred to
as purchased scrap, since it is purchased by consumers from scrap processors,
brokers, and metal working firms. Purchased scrap consists of prompt
industrial scrap and obsolete scrap. Prompt industrial scrap is generated by
metal working industries that consume iron and steel products in the
manufacture of items such as automobiles, buildings, and storage tanks. This
type of scrap results from stamping operations, machine turnings, borings, and
products rejected during manufacturing operations. The largest source of
prompt industrial scrap is the automotive industry. Obsolete scrap consists
of wornout or discarded articles containing iron or steel such as home
appliances, railroad scrap, beams and girders from demolished structures, and.
automobiles.

1/ "Metallic Scrap the Manufactured Resource," Phoenix Quarterly, Winter
1984, p. 9.



. There are approximately 75 different grades of iron and steel scrap for
which standard specifications have been adopted. These standards include
dimensional, chemical composition, and density criteria and are frequently
revised as consumers' manufacturing requirements change. Scrap meeting any of
these 75 standards is considered "prepared scrap" in the industry; all other
scrap is considered "unprepared scrap." 1/

Production process

Scrap production involves three basic steps: collection, classification,
and processing. Collection is an important step, because scrap generation can
be geographically dispersed, especially in the case of obsolete scrap.
Classification involves identifying the various iron and steel materials,
separating them from the nonferrous materials in the scrap, and segregating
the iron and steel materials by type. The processing of scrap is considered a
capital intensive operation by the industry 2/ and requires equipment to cut,
shred, pulverize, bundle, and/or compress the iron or steel scrap into forms
of suitable dimensions and density for consumers.

Home scrap is generated primarily at steel mills (i.e., dispersion is
low), and therefore requires relatively little collection effort.
Classification of this type of scrap poses little difficulty, because steel
companies maintain continuous records of the composition and origin of
"in-process” steel. Some steel mills process their own home scrap into
prepared grades, while others have scrap yards do it for them.

Prompt industrial scrap is processed either by the firms that generate
it, or by scrap yards. Metal working firms may have special arrangements to
return their scrap to the steel producers that supplied the steel. Such
arrangements guarantee the steelmakers a supply of scrap of known
metallurgical composition. When scrap yards prepare the scrap, the collection
step not only provides them with raw material, but also performs the service
of waste removal from the manufacturing site. Classification and processing
of prompt industrial scrap can be accomplished with relative ease, since such
scrap is generally clean and uncontaminated, and its origin and identity are
generally known. '

The collection, classification, and processing steps require more effort
for obsolete scrap than for the other types of scrap and involve many
different types of establishments, including scrap collectors, auto wreckers,
and scrap processors. Scrap collectors assemble and sort all types of waste
materials (such as paper, textiles, plastic, nonferrous metals, iron and
steel, and glass), which are subsequently sold to scrap processors. Auto
wreckers collect old, wrecked, or abandoned motor vehicles, remove serviceable
components for resale, and generally sell what remains of the vehicles to

1/ Prepared scrap is typically produced from unprepared scrap by passing it
through processing equipment, e.g., alligator shears, baling presses,
guillotine shears, shredders, turnings crushers, briquetters, and motor block
crushers.

2/ The Processing Capacity of the Ferrous Scrap Industry, Battelle Columbus
Laboratories, 1976, p. 3.




scrap collectors or processors. Since scrap collectors and auto wreckers have
little, if any, equipment specially designed for classifying or processing
scrap into prepared grades acceptable to consumers, they sell their crude
scrap to scrap processors, ‘which manufacture one or more of the numerous
grades for sale to consumers. With obsolete scrap, the iron and steel content
must be identified and then separated from materials such as paper, solder,
pPaint, rubber, plastics, or nonferrous materials. Once classified, the scrap
is cut, shred, pulverized, bundled, and compressed into forms that facilitate
handling and are tailored to consumers' size requirements. The continuous
demands of consumers for cleaner and better prepared scrap have resulted in
significant technological developments in scrap processing, requiring
increased use of automated machinery capable of handling large daily tonnages.

U.S. TARIFF TREATMENT
Rates of Duty

Imports of semifinished steel included in this report primarily are
classified under items 606.67 and 606.69 of the Tariff Schedules of the United
States (TSUS), but they include items considered to be semifinished steel in
the industry but classified as "plates™ under TSUS items 607.66, 607.72,
607.76, and 607.78. Imports of iron and steel scrap are classified under TSUS
items 606.08, 606.09, and 606.11. Table 1 provides the staged rates of duty
granted under the Tokyo round of the Multilateral Trade Negotiations (MTN).
The current rates of duty (1985), and detailed tariff descriptions are shown
in appendix D. The rates of duty in column 1 are most-favored-nation (MFN)
rates and are applicable to imported products from all countries except those
Communist countries and areas enumerated in general headnote 3(f) of the TSUS,
for which rates of duty in column 2 apply. 1/ However, such rates do not
apply to products of developing countries that are granted preferential tariff
treatment under the Generalized System of Preferences (GSP), the Caribbean
Basin Economic Recovery Act (CBERA), or under the least-developed developing
countries (LDDC) rate of duty column.

- The GSP is a program of nonreciprocal tariff preferences granted by the
United States to developing countries to aid their economic development by
encouraging greater diversification and expansion of their production and
exports. The GSP applies to merchandise imported on or after January 1, 1976,
and will remain in effect until July 4, 1993 under the Trade and Tariff Act of
1984, which was signed into law by the President on October 30, 1984. It
provides duty-free treatment to eligible articles imported directly from
designated beneficiary developing countries. None of the articles subject to
this investigation are currently eligible for such duty-free entry.

Another program of nonreciprocal tariff preferences is granted by the
United States under CBERA to developing countries in the Caribbean Basin area
to aid their economic development by encouraging greater diversification and
expansion of their production and exports. The CBERA, implemented by
Presidential Proclamation No. 5133 of November 30, 1983, applies to

1/ The only Communist countries currently eligible for MFN treatment are the
People's Republic of China, Hungary, Romania, and Yugoslavia.
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merchandise entered or withdrawn from warehouse for consumption on or after

January 1, 1984, and is scheduled to remain in effect until September 30,

1995. It provides duty-free entry to eligible articles imported directly from

designated developing countries in the Caribbean Basin area. All of the

articles subject to this investigation could be eligible for such duty-free
entry.

Classification

Slab is defined in the TSUS as a semifinished product of rectangular
cross section, having a width of at least 4 times the thickness, not less than
2 inches and not over 6 inches in thickness, and is classified under items
606.6725, 606.6915, and 606.6957 of the Tariff Schedules of the United States,
Annotated (1985) (TSUSA). Products exceeding 6 inches in thickness, but
otherwise meeting the TSUS definition of slab, are classified as "plates”
under TSUSA items 607.6620, 607.7210, 607.7603, and 607.7803 if they have been
rolled from ingots, or as "ingots" under TSUSA items 606.6735, 606.6921, and
606.6961 if they have been continuously cast. Of these slab-like products
classified as "plates", products produced by rolling ingots on a primary
(slabbing) mill are considered slabs in the industry 1/ and are therefore
considered slabs for the purposes of this report.

Review of Statutory Investigations 2/

on January 24, 1984, following receipt of a petition filed on behalf of
the United Steelworkers of America, AFL-CIO/CLC, and Bethlehem Steel Corp.,
the Commission instituted investigation No. TA-201-51, under section 201(b)(1)
of the Trade Act of 1974, to determine whether carbon and certain alloy steel
products were being imported into the United States in such increased
quant1t1es as to be a substantial cause of serious injury, or threat thereof,
to the domestic industry producing articles like or directly competitive with
the imported articles. On July 24, 1984, the Commission determined that
carbon and alloy steel ingots, blooms, billets, slabs, and sheet bars were
being imported into the United States in such increased quantities as to be a
substantial cause of injury, or threat thereof, to the domestic industry. 3/
The Commission recommended import relief be granted in the form of a tariff-
rate quota on semifinished products imported under TSUS items 606.67 and
606.69. On September 18, 1984, the President rejected the Commission's
recommendation on the grounds that it was not in the national economic

1/ Trade data for these products are not available, but imports of all
products over 6 inches in thickness and classified as "plates” under the TSUS
totaled 117,027 short tons during 1984, compared with imports of 1,515,734
short tons for items classified as ingots, blooms, billets, slabs, and sheet
bars under the TSUS.

2/ Excluding investigations on steel plate that may have 1nc1uded slab-like
products.

3/ Of the three Commissioners voting in the afflrmatxve, two found threat of
injury rather than present injury, and all three recommended a tariff-rate
quota, whereby additional duties would be imposed on semifinished steel
imports exceeding 1.5 million tons per year.



interest; however, he proposed a new national policy for the domestic steel
industry in recognition of the effects of unfair trade in steel on the domestic
steel industry. Under this program, the total import share of the U.S. steel
market is expected to return to a more normal level of steel imports, or
approximately 18.5 percent of apparent domestic consumption, excluding
semifinished steel. 1/ Imports of semifinished steel are expected to total
approximately 1.7 million short tons annually under this program. 2/ A copy
of the President's memorandum of September 18, 1984 can be found in appendix E.

The United States Trade Representative (USTR) has initiated efforts to
implement the President's program and is currently negotiating a series of
voluntary restraint arrangements (VRA's) with U.S. trading partners covering
steel mill products, including semifinished steel. 3/ USTR has reached
agreements on overall import limits with nine countries, 4/ but USTR has not
released any public documents concerning specific limits for semifinished
steel covered by any arrangements. An article appearing in a trade
-publication and attributed to USTR indicated the allotments of semifinished
steel imports for seven countries in 1985. 5/ These allotments and the level
of semifinished steel imports from these countries in 1984 are shown in the
following tabulation (in short tonms):

1985 agreement levels 1984 imports
Brazil-——————————e 700,000 105,209
Japan 100,000 3,393
Mexico————- ———————— 100,000 12,187
South Africa---——-- 100,000 : 2
Korea- 50,000 19,765
Spain---—————e——eo . 50,000 - 23,575
Australia-————————- 40,000 1

Total--—-————m e 1,140,000 164,132

It appears that about 600,000 short tons of imports remain to be divided among
countries from whom some 1.4 million short tons of semifinished steel were
imported in 1984 (see table 13). One of the largest sources in 1984 was the
European Community, which supplied 816,914 short tons.

With respect to the EC, on October 21, 1982, the President announced the
negotiation of the U.S.-EC Steel Arrangement (Arrangement) under which EC
exports of certain carbon and alloy steel products to the United States were
placed under export restraints through December 1985. Although the

1/ Carbon and Certain Alloy Steel Products: Report to the President on
Investigation No. TA-201-51..., USITC Publication 1553, July 1984, pp. 2-3.
2/ Statement of Robert E. Lighthizer, Deputy U.S. Trade Representative,
before the Subcommittee on Oversight and Investigations, Committee on Energy

and Commerce, U.S. House of Representatives, Mar. 19, 198S.

3/ Prehearing brief of California Steel Industries, Inc., p. 4.

4/ Statement of Robert E. Lighthizer, Deputy U.S. Trade Representative,
before the Subcommittee on Oversight and Investigations, Committee on Energy
and Commerce, U.S. House of Representatives, Mar. 19, 198S5.

5/ American Metal Market, Dec. 27, 1984.
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Arrangement did not establish quotas and require exports licenses for
semifinished steel, these products may be the subject of special consultations
whenever a trend appears in their trade which impairs or threatens to impair
the objectives of the Arrangement. In February 1985, the United States
requested such consultations with the EC on semifinished steel, in light of
the 608,561 ton (or 292 percent) increase in imports that had occurred from
1983 to 1984.

PROFILE OF THE U.S. IRON AND STEEL SCRAP INDUSTRY

The U.S. scrap industry is composed of establishments engaged in
assembling, breaking up, sorting, and wholesale distribution of iron and steel
scrap. It also includes consumers of scrap that generate scrap as a by-product
of their manufacturing operations. Scrap generated by consumers represents a
substantial portion of annual scrap production (production of such scrap ’
equaled 44 percent of consumption in 1984), but most such scrap is captively
consumed by its producer and never enters commerce. 1/ For this reason, the
profile of the industry is focused on the scrap-revenue-dependent commercial
section of the industry. Collectors, dealers, brokers, and processors all
play a role in the commercial market. Of this group, only the processors
actually produce scrap. Therefore, for the purposes of this report, the scrap
industry is limited to scrap processors, 2/ producers of prepared grades of
scrap for the commercial market.

The U.S. industry consists of approximately 2,029 firms, which employed
27,211 workers in 1982, compared with 2,148 firms and 33,296 workers in 1977.
Firms are geographically dispersed throughout the United States, but
establishments are somewhat concentrated in the North Central and New
England/Middle Atlantic regions, which account for an estimated 36 and 25
percent of total establishments, respectively. According to data of the U.S.
Department of Commerce (Commerce), establishments tend to be small, with
average annual sales of $1.8 million. Commerce data indicate that the
industry is not highly concentrated. . The 166 establishments with annual sales
of at least $5 million represent about 53 percent of industry sales.

U.S. Production, Capacity, and Capacity Utilization
U.S. production of prepared scrap, 3/ as reported by respondents to the
Commission's questionnaire, declined by 11.7 percent (975,000 short tons)

during 1979-83 from 8.3 million short tons in 1979 to 7.3 million short tons
in 1983 (table 2).

-1/ Prehearing brief of California Steel Industries, Inc., p. 10.

2/ A processor is defined as one who, from a fixed location, utilizes
machinery and equipment for processing and manufacturing iron and steel scrap
into prepared grades.

3/ For the purposes of this report, only prepared scrap is considered to be
"produced.” ‘
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Table 2.--Prepared iron and steel scrap: U.S. production, capacity,
‘and capacity utilization, 1979-83 1/

.
.

Item 1979 © 1980 . 1981 . 1982 . 1983
Production : : Cr Ly
1,000 short tons--: 8,314 : 8,177 : 7,840 : 6,492 : 7,339
Capacity 2/ do : 9,909 : 10,196 : 10,640 : 11,039 : 11,880
Capacity utilization : : : : :
percent——' 83.9 : 80.2°

73.7 : "58.8°:°  61.8

£l CEEE e
-

e oo

.
-

1/ Data include tesponses of 70 firms, whose productlon represented 18
percent of the quantity of estimated commercial shipments of iron and steel
scrap in 1983.

2/ Based on 1 shift per day, S days per week

Source: Compiled from data submitted in reSponse to questxonn$1res of the
U.S. International Trade Commission.

Capacity data are based on one shift per ‘day, since the industry operates
only one shift under normal conditions. 1/ Respondents increased.their
capacity to produce prepared scrap by 19.9 percent (2 million short:tons)
during 1979-83 to 11.9 million short tons in 1983. Virtually none of this
increase was attributable to acquls1t1ons of other firms

With scrap production declining and capacity expandxng durxng "1979-83,
the utilization of U.S. producers' capacity to produce prepared scrap declined
by 22.1 percentage points during the period under consideration. The capacity
utilization rate decreased from 83.9 percent in 1979 to 61.8 percent in 1983.
Respondents®' resales of purchased prepared scrap may have contributed to this
downward trend, to the extent that such transactions were made in lieu of
their own production of prepared scrap. U.S. producers' purchases of prepared
scrap (believed largely for resale) increased during 1979-83, ‘while purchases
of unprepared scrap (largely processed into prepared grades) increased.

U.S. Producers' Purchases, Shipments, and Inventories

U.S. producers reported that they purchased only domestic scrap (no

_ imported scrap) during 1979-83. Their purchases of scrap declined by 6.6

percent (770,000 short tons) during 1979-83 to 10.8 million short tons ($578.4
million) in 1983 (table 3). The volume of U.S. producers' annual purchases of
unprepared scrap exceeded that of prepared scrap during 1979-83. ' The bulk of
purchases of unprepared scrap were captively consumed in.the production of
prepared scrap (table 4). Purchases of unprepared scrap declined:by 9.9
percent during this period, compared with a l-percent increase for purchases
of prepared scrap.

,

1/ The Processing Capacity of the Ferrous Scrap Industry, Battelle COIumbus
Laboratories, 1976, p. 2.



Table 3.--Iron and steel scrap:

12

by types, 1979-83 1/

U.S. producers' purchases,

-
.

Type © 1979 1980 1981 1982 1983

f Quantity (1,000 short tons)
Unprepared scrap--—--—-- : 8,162 : 8,044 : 7,707 : 6,430 : 7,358
Prepared scrap--—--——-——-- : 3,454 : 3,351 : 2,608 : 2,736 : 3,488
Total : 11,616 : 11,395 : 10,315 : 9,166 : 10,846

o Value (1,000 dollars)

Unprepared scrapbg/ ----- : 464,488 : 460,110 : 449,982 : 292,065 : 344,946
Prepared scrap 3/------—- :_234,006 : 274,530 : 192,867 : 163,681 : 233,432
" Total : 698,494 : 734,640 : 642,849 : 455,746 : 578,378

1/ Data include responses of 69 firms.

2/ Value data for 1 firm estimated by the staff of the U.S. International

Trade Commission.

3/ Value data for 2 firms estimated by the staff of the U.S. International

Trade Commission.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission, except as noted.

Table 4.--Iron and steel scrap:

captive consumption of unprepared scrap, 1/ 1979-83

U.S. producers' purchases and

: : : Captive : Ratio of captive

Year : Purchases : con- : consumption

: : sumption 2/ : to purchases

¢ ---—-1,000 short tons——-—-—- : Percent
1979- : 8,162 : 7,849 : 96.2
1980 : 8,044 : © 7,532 : 93.6
1981 : 7,077 : 3/ 7,164 : 3/ 101.2
1982 : 6,430 : 5,982 : 93.0
1983-—-- : 7,358 : 6,886 : 93.6
1/ Data include responses of 69 firms.

2/ Data are understated to the extent that 3 firms did not report their
captive consumption of unprepared scrap.
3/ High level is believed due to consumption from inventory.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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‘ Resales of purchased prepared scrap are a significant source of revenue
for producers within this industry. 1In addition to selling directly to
consumers, producers of prepared scrap can and do sell to middlemen (e.g., ,
brokers or other processors), who sell the product to consumers. Questionnaire
responses indicate that 55 percent of processors purchase both unprepared and
prepared scrap.

Reported U.S. producers®' shipments declined by 9.8 percent (1.1 million
short tons) during 1979-83 to 10.6 million short tons ($761.4 million) in 1983
(table 5). Export shipments decreased overall by 10.6 percent during 1979-83,
compared with a decline of 9.4 percent for domestic shipments. Prepared scrap
represented 97.7 percent of the quantity of scrap shipped during this period,
with only small quantities of unprepared scrap shipped to either domestic or
foreign markets. The bulk of respondents (55 firms, or 75 percent of all

respondents) shipped only prepared scrap. The remainding firms (18 fzrms. or

25 percent) shipped both prepared and unprepared materxal

Table 5.--Iron and steel scrap: U.S. producers’ shipments, 1/
by types, 1979-83 ‘

Total ’ '1 018,777 ’1 004,897 : ‘874 059 7 614 817 -

[3 '
o

Type “ 1979 © 1980 ° 1981 - 1982 - 1983
f Quantity (1,000 short tons)

Domestic See——: 7,614 : 6,903 : . 7,361: 5,530 : 6,898
Export : 4,098 : 4,430 : 2,607 : ' 3,125 H . 3,665

Total: : . : : : :
Unprepared : 259 241 243 : 193 : 244
Prepared :_ 11,453 : 11,092 : 9,724 : - 8,463 : 10,319
Total - 11,712 : 11,333 : 9,967 5 8,656 : 10,563

| Value (1,000 dollars)

Domestic 2/ : 630,985 : 572,796 : 642,461 : 386,945 : 474,883
Export 2/ : : 387,792 : 432,101 : 231,598 : -227,872 : 286,492

Total: o T . : . : oo T - :
Unprepared——————-—————: 18,033 : . 18,569 : 18,077 : 12,265 : 14,311
Prepared 2/——-——————=: :1,000,744 : 986,328 : 855,982 : 602,552 : 747,064
: : 761,375

1/ Data 1nc1ude responses of 73 firms whose shipments represented 25
percent of the quantity of estimated commercial shipments of iron and steel
scrap in 1983.

2/ Value data for 2 firms estimated by the staff of the U.S. International
Trade Commission.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission, except as noted.

Note.--Because of rounding, figures may not add to the totals shown.
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. U.S8. producers. primarily sell both unprepared and prepared scrap to scrap
consumers. (table 6) Sh1pments to. scrap. consumers represented. 74.6 percent of
shxpments in. 1983 w1th the balance golng pr;marxly to brokers and other

Vprocessors I e e

Table 6.--Iron and steel scrap: U.S. producers‘ domestic shipments,
T by markets, 1979—83 1/ .

(In thousands of short tons)

-

.

oo T 197977 1980 - ¢ ‘1981 0 1982 | 1983
Scrap processors-fee——-—; e 265:;» . ..315 299 : 277 : 288
Scrap gonsumers: . . . i .. .t .o oo B

Unprepared———————————~: . . 129 : . 117 = ~- 116 .2 - . B4 93

Prepared : 4,397 : 3,789 : 4,222 : 3,181 : 4,262

Total o 4,526 : 3,905 : 4,338 : 3,264 : 4,355
Brokers . : ~14036 ¢ 1,058 : 1,123 ¢ ‘841 ¢ 1,111
Other : 2359 ¢ ...,138 ¢ 94 : 90 : 87
Total: : B : :

" Unprepared----—--—-----: 207 : 171 : 174 : 140 : 174

Pre‘pared ———:- " 5,780 : 5,245 : 5,680 : 4,332 : 5,667

Total--- d —— ""*E"’"S 987;:' 'S,d16 : 5,854 : 4,472 ¢ 5,841

""'o'n c-.'v

1/ Data 1nc1ude résponses of 62 firms, whose shipments represented 17
percent of. the quantity of estimated commercial shipments of iron and steel
scrap in 1983 3 : .

. »Source: Compiled from<data submitted in response to questxonnaires of the
U.s.. Internatxonal Trade Commxssion. R

o

MNote —-Because of round1ng, f1gures may not add to the totals shown.

w2 UlS. producers yearend inventories increased by 58 7 percent (1.2
mllllon short- tons) during 1979-83 to 3.3 million short tons in 1983 (table
. Inventorxes of prepared scrap expanded at a greater rate than inventories
of . unprepared scrap during this period; 69.9 and 40.2 percent, respectively.
The greater growth of. prepared—scrap inventorles may reflect efforts by firms
to’ keep their fac111t1es operating in spite of weak demand, since productivity
within this 1ndustry declined during 1979-82. Data from the Bureau of Mines
indicate that consumers. mainta1n proportLOnally louer inventory levels than
producers (table 8). S . o : e
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Table 7.--Iron and steel scrap: U.S. producers' end-of-period
inventories, 1/ by types, 1979-83

o0 oo -

: : - Inventories . Ratio of
Period :  Unprepared : Prepared : Total : i::::::zizszfo
: scrap :___scrap : : =
! ——-=-—----1,000 short tong-—--—-————- : Percent
As of Dec. 31-—- : : e :
1978 : 797 : 1,312 : 2,109 : 3
1979 : 778 : 1,386 : 2,164 : 19.5
1980 : 867 : 1,416 : 2,283 : 21.1
1981 : . 922 : 1,739 : 2,661 : 28.1
1982 -2 1,065 : 2,182 : 3,247 : 39.6
1983 s ' 1 »117 2,229 : 3,346 : 32.4

1/ Data 1nc1ude responses of 70 firms.

2/ Data include responses of 64 firms that provided both invcutory and
sh1pment data.

3/ Not available.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

Table 8.—-Iron and steel scrap: U.S. consumers® end-of-period
inventories and consumption, 1979-83

: : : Ratio of
Period : Inventories : Consumption : inventories
: : :__to consumption
: --—-1,000 short tong——--- : Percent
As of Dec. 31-- : : :

1979—- : 8,724 : 98,901 : 8.8
1980 : 8,018 : 83,710 : 9.6
1981 : 8,118 : 85,097 : 9.5
1982 : 6,418 : 56,386 : 11.4
1983 H 5,807 : 61,782 : 9.4
Source: Compiled from official statistics of the U.S. Department of the

Interior, Bureau of Mines.
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:ﬁ.gy“Eméleiﬁeﬁf;‘Heqré WOrked;.Productivity, and Wages

The average number of employees "in U.S. establishments, as reported by
respondents, to the Commission's questionnaires, decreased during 1979-83, with
an overall. decline-of 16.3 percent (1,359 workers) for the period (table 9).
The average employment decreased from 8 338 1n 1979 to to 6, 854 in 1982, and
1ncreased to 6, 979 1n 1983 T A

The number of productlon and related workers engaged in the production of
iron and steel scrap followed a. S1mxlar trend, with an overall decline of 18.3
percent (962 workers). dur1ng 1979—83 The number of hours worked by such.
workers declined By 19 8 percent (2.2 m1111on hours) during 1979-83.

Product1v1ty w1th1n the 1ron and steel scrap 1ndustry 1ncreased by 4. 8
percent (.048 short ton per, hour) during 1979-83, as the result of a
productivity xncrease in 1983. Productivity declined annually from .996 short
ton per hour in—1979 to .953 short ton per hour in 1982, : :

Wages, excludlng frlnge beneflts, decreased by 3 9 percent ($3 million) .
during 1979-83 to $74.1 million in 1983. Wages increased annually from $77.1
million in 1979 to $83.6 million in 1981, or by 8.4 percent, and then
decreased to $74.1 million.in 1983, a decrease of 1.4 percent.

The average hourly ﬁage based on wages paxd‘ excludlng fringe benefits.
increased from $6.89 an hour in 1979 to $8.26 an hour in 1983, an increase of
19.9 percent ($1 37 an hour)lc,
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Table 9.--Average number of employees and total production and related workers in
U.S. establishments producing iron and steel scrap, hours worked by, productivity
of, wages paid to, and the average hourly wages of such production and related
workers, 1979-83

Item 1979 . 1980 . 1981 . 1982 . 1983
Average employment: 1/ : : : : :
All persons: : : : : : : :
Number : 8,338 : 8,547 : 8,187 : 6,854 : 6,979
Percentage change-———————- : 2/ s 2.5 : -4.2 : -16.3 : 1.8
Production and related : : : :
workers.producing iron : : : :
and steel scrap: : oo : : :
- Number : 5,266 : 5,375 : 5,117 : 4,190 : 4,304
Percentage change----——-—- : 2/ : 2.1 : -4.8 : -18.1 : 2.7
Hours worked by production and: : : : :
related workers producing : : : : :
iron and steel scrap: 1/ : : : : :
Number-----——-——- thousands--: 11,191 : 11,133 : 10,636 : 8,669 : 8,976
Percentage change-----——-—=~ : 2/ : -.5: -4.5 : -18.5 : 3.5
Productivity of production and: : : : :
related workers producing : : : : :
iron and steel scrap: 3/ : : : : :
Quantity : : : : : oo
short tons per hour--: .996 : .965 : .956 : .953 : 1.044
Percentage change---————-~-—- : 2/ : -3.1: -.9 : -.3: 9.5
Total wages paid 4/ to : : : : :
production and related : : : :
workers producing iron : : H :
and steel scrap: 1/ : : : : :
Value--—————- 1,000 dollars--: 77,148 : 80,874 : 83,640 : 71,270 : 74,113
Percentage change--————————- : 2/ : 4.8 : 3.4 : -14.8 : 4.0
Hourly wage rate 4/ for : : : : :
production and related : : :
workers producing iron : : : :
and steel scrap: 1/ : : 3 : :
Average--- : 6.89 : 7.26 : 7.86 : 8.22 : 8.26
Percentage change--———————~-: 2/ : 5.4 : 8.3 : 4.6 : .5

1/ Data include responses of 91 firms.

2/ Not available.

3/ Data include responses of 66 firms that provided both production data and
hours worked by production and related workers.

4/ Based on wages paid excluding fringe benefits.
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